SUMMARY ANALYSIS OF AMENDED BILL

Franchise Tax Board
Author: _Rai ney Analyst: Kristina E. North Bill Number: SB 1438

Related Bills: See Prior Anal ysis Telephone: 845-6978 Amended Date: March 13, 2000

Attorney:  Patri ck Kusi ak Sponsor:

SUBJECT: Parent or Teacher Qualifying Educati onal Expenses Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
X introduced __ 2/7/2000__.

X FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO
REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED/AMENDED STILL APPLIES.
OTHER - See comments below.

SUWARY OF BILL

Under the Personal Income Tax Law (PITL), this bill would allow a 100% credit for
up to $200 of qualifying educational expenses paid or incurred by a parent or a
teacher at a qualifying educational institution.

SUWNVARY OF AMENDMENT

The March 13, 2000, anendnent:

limts the credit to taxable years begi nning before January 1, 2005, and
provi des a repeal date of Decenber 1, 2005.

requires the Franchi se Tax Board to report, upon request of a conmttee
appoi nted by the Legislature, the total anmount of tax credits clai med pursuant
to this bill.

Thi s amendnent resol ved one policy consideration regarding the repeal date. The
remai ning policy, inplenentation and technical considerations identified in the
analysis of the bill as introduced still apply. A new inplenentation

consi deration has been identified, and the previous inplenentation and technica
consi derations are restated bel ow for conveni ence.

| npl enrent ati on Consi derati ons

This bill does not |limt the nunber of years for the credit carryover.
Experi ence has shown that nost credits are exhausted within eight years.
Wthout a carryover limtation, the credit indefinitely remains on the tax

return.
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Bill 1438 ( Rai ney)
d March 13, 2000
Because this bill does not require certification of the qualifying anounts

paid or incurred and no relationship is required between the student and the
taxpayer claimng the credit, this credit would be difficult for the
departnent to verify at audit. Additionally, because this broad-based
credit potentially would be claimed by nore than two mllion taxpayers, it
woul d likely not be practical to require schools to provide certification of
this credit.

Techni cal Consi derati ons

In the authorization paragraph, this bill allows a credit for qualified
educati onal expenses that are paid or incurred by a teacher or parent “at a
qgual i fying educational institution.” This |language could limt qualifying

expenses to those incurred exclusively at the qualifying educationa
institution (such as through an on-canpus bookstore), while precluding
purchases from ot her off-canpus sources (e.g., retail establishments). The
author may wi sh to consider specifying that the expenses are “for qualified
educati onal expenses for use at a qualifying educational institution.”

In the definition of "qualified educational expenses," "(2)" is mssing
before "Qualifying educational institution".

POSI TI ON

Pendi ng.



